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This listing does not affect the legal status of any 


Requirements for Financial State- 
ments of Certain Special Purpose 
Limited Partnerships in Annual 
Reports filed with the Commission. 


U.S. v. Charles F. Raymond, et al. 
25 count indictment filed against 
defendants in above-captioned 
matter alleging securities fraud, 
mail fraud and sale of unregis- 
tered securities in connection 
with interest in Kansas and Ohio 


Adoption of Amendment to Rule 
15c1-4 under the Securities Exchange 
Act of 1934 with Respect to Pur- 
chases of Redeemable Securities 
Issued by Registered Investment 


Adoption of Amendments to Rules 
3b-3, 10a-1 and 10a-2 








SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 13/September 23, 1974 


See Securities Exchange Act Release No. 11020/September 
23, 1974. 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 14/September 25, 1974 


See Securities Exchange Act Release No. 11028/September 
25, 1974. 
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SECURITIES ACT OF 1933 
Release No. 5528/September 27, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11029/September 27, 1974 


ACCOUNTING SERIES 
Release No. 162/September 27, 1974 


REQUIREMENTS FOR FINANCIAL STATEMENTS OF 
CERTAIN SPECIAL PURPOSE LIMITED PARTNER- 
SHIPS IN ANNUAL REPORTS FILED WITH THE COM- 
MISSION 


In recent years there have been an increasing number of 
registration statements filed with the Commission under 
the Securities Act of 1933 for the sale to the public of 
interests in limited partnerships which are formed in con- 
nection with activities involving income tax shelter or 
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deferral opportunities, as well as the opportunity for in 
vestment gain in one form or another. Pursuant to Rule 
15d-1 under the Securities Exchange Act of 1934 registrants 
under the Securities Act are required to file an annual re- 
port on Form 10-K for the fiscal year in which a registra- 
tion statement becomes effective and for each subsequent 
fiscal year thereafter unless the registrant is exempt under 
Section 15(d) of the Exchange Act from such subsequent 
filings. Many of these limited partnership registrants qualify 
for the exemption from filing 10-K reports in subsequent 
fiscal years provided in Section 15(d) when securities to 
which the registration statement relates are held of record 
by less than 300 persons at the beginning of a fiscal year. 
Some registrants, particularly those of the type which de- 
velop and sell a single asset, have filed Form 10-K reports 
presenting the required audited financial statements of the 
limited partnership on a tax basis of accounting rather 
than on the basis of generally accepted accounting prin- 
ciples (GAAP). Historically, presentation of financial 
statements of commercial and industrial companies on a 
GAAP basis has been considered the only acceptable basis 
for investors and potential investors in a public company. 
The independent accountants’ reports accompanying the 
financial statements presented on a tax basis acknowledge 
that the financial statements do not purport to be in con- 
formity with GAAP, and an opinion is expressed on the 
fairness of presentation of the financial statements on the 
tax basis. Heretofore, the staff has not, in general, re- 
quested amendment of these financial statements pre- 
sented and audited on a tax basis. However, experience 
gained with the increased number of recent filings has 
caused a reconsideration of this matter. 


One of the basic purposes of both the Securities Act and the 
Exchange Act is to require registrants to provide full and 
fair disclosure regarding all significant aspects and activities 
of the business for the benefit of the investing public. The 
requirements for financial statements under the Acts imple- 
ment this objective by causing disclosures regarding the 
stewardship of financial resources of the company with 
respect to their utilization and their condition. Since fi- 
nancial statements prepared on a tax basis do not neces- 
sarily give a complete presentation of the stewardship of 
the resources, they do not in general meet the requirements 
for full and fair disclosure as envisioned in the Acts. 


Complete data relating to many aspects of financial position 
and operations are frequently not included in financial state- 
ments prepared on a tax basis and the scope of the inde- 
pendent audit of such tax basis statements also may not 

be the equivalent of the usual audit of financial statements 
prepared on a GAAP basis. In addition, some problem areas 
arising out of relationships between a general partner in 

the limited partnership and other related parties may cause 
particular accounting and auditing difficulties. If audits of 
the financial statements of these limited partnerships are 
performed on a GAAP basis, it is likely that these factors 
would receive more attention and have an important bearing 
on the determination of the scope of the audit. 


While it is contended that, in some instances, investors in 
these limited partnerships are primarily interested in the tax 
status of their investments and thus tax basis financial 
statements are of more value to them, the ultimate realiza- 
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tion of the tax benefits, as well as the ultimate recovery of 


the investn through sale of the project, depends on the 
proper utili ) and stewardship of the resources of the 
enterprise. Independent verification of the reporting on 
these matt best be obtained from audited financial 
statements { nted on a GAAP basis. Presentation of the 
financial data on a tax basis may also be desirable but the 
presentation s ld be in addition to the presentation on 
a GAAP basis and should not supplant it. It is common 


panies to make adjustments to their GAAP 
for income tax reporting purposes, and it is 
t these limited partnerships can provide the tax 
basis financial st in addition to the GAAP basis 
statements without undue difficulty. In the rare instances 
where the sole 10-K report required for the limited partner- 
ships covers a period near the start of the venture, the 
GAAP basis financial statements serve a useful purpose by 
providing important information to the original investors 
on the custody of the funds received and whether plans 
and commitments are being made in conformity with the 
proposed schedule of development of the project. 


practice tor coi 
based account 
considered tl 


itement 


The Commission has concluded that exemptions should not 
be granted to these limited partnership registrants from the 
general requirement that financial statements should be pre- 
sented in conformity with GAAP with the audit opinion 
rendered thereon on that basis in filings with the Commis- 
sion. Accordingly, financial statements in Form 10-K 
reports filed by limited partnership registrants for fiscal 
years ending on or after December 27, 1974, should be pre- 
sented on the basis of generally accepted accounting prin- 
ciples. Financial data presented on a tax basis may be neces- 
sary in footnotes or supporting schedules to provide dis- 
closures regarding tax aspects of the investments. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11020/September 23, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 13/September 23, 1974 


Admin. Proc. File No. 3-4491 


In the Matter of 


RICHARD J. JOSEPH 
5225 29th Avenue 
































North Minneapolis, Minnesota 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In this broker dealer proceeding under the Securities Ex- 
change and Securities Investor Protection Acts, Richard J. 
Joseph has made an offer of settlement which the Commis- 
sion has determined to accept. Solely for the purpose of this 
and any other proceeding under specified provisions of the 
Exchange, Investment Advisers, Investment Company and 
Securities Investor Protection Acts, respondent consents to 
certain findings and to imposition of a specified sanction. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that respondent was an officer and 
director of a registered broker-dealer for which a trustee 
was appointed under the Securities Investor Protection 
Act. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Richard J. Joseph be, 
and he hereby is, suspended from association with any 
broker-dealer, investment adviser, investment company, or 
affiliate of an investment company for a period of 90 days, 
and barred thereafter from any such association as an offi- 
cer, director or owner, or in any supervisory capacity 
involving financial, net capital or back office responsibili- 
ties. The suspension shall commence as of the opening of 
business on October 7, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretarv 


1/ The findings herein are not binding upon any other re- 
spondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11021/September 23, 1974 


Admin. Proc. File No. 3-4544 

In the Matter of 

CUTTER LABORATORIES, INC. 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 14, 1974 
to request a hearing on an application by Cutter Labora- 
tories, Inc. (“the Company”), a wholly-owned subsidiary 


of Rhinechem Corporation (‘‘Rhinechem’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 (“the 
Act”) for an order exempting the Company from the re- 
porting requirements of Section 15(d) of the Act. At the 
Company’s request its stock has been delisted from the 
American and Pacific Stock Exchanges and it believes that 
no useful purpose would be served by requiring the con- 
tinued reporting by the Company for the balance of its 
fiscal year since it has only one stockholder. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11022/September 23, 1974 


Admin. Proc. File No. 3-4545 

In the Matter of 

BUFFUMS’ 

Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 14, 1974 to 
request a hearing on an application by Feffums’ pursuant 
to Section 12(h) of the Securities Exchange Act of 1934 
(“the Act’) for an order exempting Buffums’ from the 
reporting requirements of Section 15(d) of the Act. Buf 
fums’ believes that no useful purpose would be served by 
requiring its continued reporting for the balance of its 
fiscal year since it has few holders of its securities and 
since there is no public trading market for its securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11023/September 23, 1974 


Admin. Proc. File No. 3-4454 
In the Matter of 
WABASH RAILROAD COMPANY 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES AND EXCHANGE ACT OF 
1934 AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 14, 1974 to 
request a hearing on an application by Wabash Railroad 
Company (“Wabash”) and Norfolk and Western Railway 
Company (“N&W”’) pursuant to Section 12(h) of the Se- 
curities Exchange Act of 1934 (the “Act’’) for an order 
extending the exemption of Wabash from the information 
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distribution requirements of Section 14(c) of the Act for 
and in connection with any annual or other meeting of 
the stockholders of Wabash at which the only actions to 
be taken are the election of directors and/or such other 
action as does not directly or indirectly affect the interest 
of the holders of the Preferred Stock of Wabash. All of the 
properties of Wabash are presently operated by N&W as a 
lessee under a lease dated as of March 1, 1961, which be- 
came effective October 16, 1964. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11024/September 23, 1974 


The Securities and Exchange Commission has issued a no- 
tice giving interested persons until October 4 to request a 
hearing on an application of the Cincinnati Stock Exchange 
for unlisted trading privileges in the common stock of the 
following companies: 


The Coca-Cola Company; 

El Paso Company; 

National Airlines Incorporated; 
Olin Corporation; 

Olinkraft, Incorporated. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11025/September 24, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8514/September 24, 1974 


ADOPTION OF AMENDMENT 70 RULE 15c1-4 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934 WITH 
RESPECT TO PURCHASES OF REDEEMABLE SECURI- 
TIES ISSUED BY REGISTERED INVESTMENT COM- 
PANIES 


File No. 37-516 


On March 15, 1974 the Securities and Exchange Commis- 
sion published notice (Securities Exchange Act Release No. 
10681; Investment Company Act Release No. 8275) that 
it had under consideration the adoption of an amendment 
to Rule 15c1-4 under the Securities Exchange Act of 1934 
(‘Act’) which would ease the confirmation requirements 
with respect to certain purchases of securities issued by any 
open-end investment company registered under the Invest- 
ment Company Act of 1940. The Commission has consid- 
ered the comments and views of all interested persons con- 
cerning this proposal and has determined to adopt the 
amendment to Rule 15c1-4 in the revised form set forth 
below. The amendment to Rule 15c1-4 is adopted pursu- 
ant to Sections 15(c)(1) and 23(a) of the Act. 
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Rule 15c1-4 presently requires brokers and dealers to give 
or send to their customers written confirmations of securi- 
ties transactions effected with or for the account of such 
customers at or before the completion of each such tran- 
saction. Representatives of the mutual fund industry first 
brought to the Commission’s attention the need for an 
amendment to Rule 15c1-4 to make it economically more 
feasible for registered open-end investment companies to 
sell shares to participants in group plans and tax qualified 
pension plans which might involve small and frequent 
purchases. The need for this amendment is especially im- 
portant in view of the recently enacted Employee Retire- 
ment Income Security Act of 1974, which permits the use 
of mutual funds as investment media for certain tax quali- 
fied individual and group pension plans. 


As proposed, the amendment to Rule 15c1-4 would have 
exempted principal underwriters for registered open-end 
investment companies from the immediate confirmation 
requirements of the Rule with respect to the purchase of 
shares of registered open-end investment companies if such 
purchases were made pursuant to certain tax qualified in- 
dividual and group pension plans, employer-sponsored 
group plans or non-employer-sponsored group plans. With 
respect to tax qualified group plans and other employer- 
sponsored group plans, principal underwriters would have 
been permitted, under the proposed amendment, to give 
or send confirmations within 90 days after the purchase of 
investment company shares; with respect to tax qualified 
individual pension plans and non-employer-sponsored 
group plans, principal underwriters would have been per- 
mitted to give or send confirmations to customers within 
30 days of the purchase. The proposed amendment would 
have also permitted persons designated under any group 
plan to accumulate investment company share purchase 
payments for a period of not longer than 30 days before 
remitting such payments to principal underwriters for the 
purchase of investment company shares. Employees and 
other persons designated as common remitters for group 
plans would have also been permiited to receive the de- 
layed confirmations in bulk for distribution to participants 
in their groups. 


After reviewing the comments received and further con- 
sidering the entire matter of confirmations for purchases 
of investment company shares, the Commission has de- 
cided to adopt the amendment to Rule 15c1-4 with certain 
revisions as discussed below. 


Application to All Broker-Dealers 


As proposed, the amendment to Rule 15c1-4 would have 
exempted from the immediate confermation requirements 
of the Rule only those broker-dealers which are principal 
underwriters for registered open-end investment compan- 
ies. In many instances, however, investment company 
shares are purchased by investors through dealers which do 
not serve as principal underwriters for the investment com- 
pany whose shares are being purchased. Since these dealers 
may in fact be primarily responsible for the delivery of 
confirmations in connection with these purchases, the 
Commission has revised the proposed amendment so that 
the exemption granted pursuant thereto will be available 
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to all broker-dealers in connection with the purchase of 
shares of certain registered investment companies. How- 
ever, the immediate confirmation requirements of the prior 
Rule, which has now been designated paragraph (a), shall 
continue to apply to all redemptions and repurchases of 
investment company securities. 


Application to Unit Investment Trusts 


The amendment to Rule 15c1-4 as originally proposed 
would have exempted from the immediate confirmation 
requirements only the purchase of shares issued by regis- 
tered open-end investment companies. The Commission 
recognizes, however, that registered unit investment trusts 
also issue redeemable securities on a continuous basis and 
are, therefore, similarly situated with respect to the burdens 
imposed by the present immediate confirmation require- 
ments. Accordingly, the proposed amendment has been 
revised to cover purchases of securities issued by registered 
unit investment trusts as well as by registered open-end 
investment companies. 


Tax Qualified Individual Retirement and Pension Plans 


As revised, the amendment to Rule 15c1-4 permits the 
substitution of written quarterly account statements for 
immediate confirmations with respect to purchases of 
shares of registered investment companies pursuant to tax 
qualified individual retirement and pension plans if certain 
conditions are met. Subparagraph (b)(1) of the amendment 
requires that the written quarterly statement set forth cer- 
tain specified information concerning the customer's tran- 
sactions in investment company securities and that such 
statement be given or sent to the customer within five 
business days after the end of each quarterly period in 
which the customer has purchased shares of the investment 
company. In this context, a “purchase” includes the auto- 
matic reinvestment of dividends and capital gains distribu- 
tions in securities of the investment company. Subparagraph 
(b)(3) of the amendment further requires as a condition for 
the availability of this exemption from the immediate con- 
firmation provisions that payment for the purchase of 
shares of the investment company must be made directly 
to, or must be made payable to, the investment company 
or its princiep! underwriter, custodian, trustee or other 
designated agent. 


Finally, subparagraphs (b)(5) and (6) set forth additional 
conditions pertaining to disclosures in and delivery of 
prospectuses of registered investment companies which 
intend to use a quarterly statement procedure in lieu of 
immediate confirmations. As discussed below, the direct 
payment requirement of subparagraph (b)(3) and the 
prospectus disclosure and delivery requirements of subpara- 
graphs (b)(5) and (b)(6) also apply to purchases made pur- 
suant to group plans. 


Group Plans: Definition 


Subparagraph (b)(7) of the amended Rule defines the term 
“group plan” for purposes of the amendment to include 
any plan for the purchase of securities issued by a registered 


open-end investment company or unit investment trust 
involving two or more purchasers and contemplating per- 
iodic purchases of such securities by each member of the 
group through a person cesignated by the group for the 
collection and remittance of amounts for such purpose. 
Such group’plans need not be sponsored by an employer 
for the benefit of employees or qualified under the Inter- 
nal Revenue Code. Further, in certain instances, two or 
more customers may establish tax qualified individual plans 
with essentially similar provisions for the purchase of shares 
of the same investment company. If these customers desig- 
nate the same person, such as an employer, to collect, ac- 
cumulate and remit their payments for the purchase of 
shares of the investment company, these plans should be 
considered to be a group plan for purposes of paragraph 
(b). Paragraph (b) does not apply, however, to any group 
plan which provides that the plan itself, or a trustee for 

the plan, is the shareholder of record of the securities of 
the investment company purchased by the members of 

the group. 


Group Plans: Conditions and Requirements 


Subparagraph (b)(2) permits the substitution of quarterly 
statements for immediate confirmations with respect to 
purchases of securities issued by registered investment com- 
panies pursuant to group plans if the following conditions 
are met. Subparagraph (b)(2)(i) provides that the terms 

of the plan require that the investment company or its 
agent receive group participant payments as soon as practi- 
cable, but in no event more than 35 days after the receipt 
of such payments by the person designated by the group 

to collect and remit such payments to the investment com- 
pany or its agent. The 35-day period is designed to permit 
designated persons to accumulate purchase payments on a 
monthly basis and to afford ample time for remittance 

of such accumulated payments to the investment company. 


Broker-dealers, including investment company principal 
underwriters, are expected to make every reasonable and 
appropriate effort to assure that payments are received 
from group plan designated persons in a timely fashion 
and in accordance with the terms of the plan. Further, in 
the event that the terms of the plan provide for a remittance 
period of more than 35 days, the provisions of paragraph 
{b) shall not be available. In this regard, however, the staff 
has previously not objected to certain group plans for the 
purchase of securities issued by registered investment com- 
panies which provide for accumulation of funds for up to 
90 days by an employer or other common remitter (other 
than a broker-dealer) for the purpose of accumulating 
funds to meet an investment company’s minimum pur- 
chase payment requirements. This staff position will be 
unaffected by the amended Rule, although quarterly 
statements in lieu of immediate confirmations may not 

be used in such instances. 


Subparagraph (b)(2)(ii) requires the broker or dealer or its 
agent to give or send to the group designated person a 
receipt for payments made by the designated person for 
the purchase of investment company securities at or be- 
fore the completion of each transaction. Subparagraph 

(b) (2) (iii) requires that each customer in a group plan 
receive the quarterly account statement after the enc 
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each quarterly period during which such customer was a 
mesrber of the group plan. If, however, a member of the 
group plan does not purchase securities of the investment 
company for two consecutive quarterly periods (other 
than through the automatic reinvestment of dividends 

or capital gains distributions), the broker or dealer or its 
agent shall not be required to give or send such customer 
a quarterly statement for subsequent quarterly periods, 
provided that the customer receives written notification 
of this fact. At such time as the customer again makes a 
payment for the purchase of investment company securi- 
ties, the broker or dealer or its agent may elect to give or 
send quarterly statements in lieu of immediate confirma- 
tions. 


The direct payment requirement of subparagraph (b)(3) 
requires that payments made to a designated person by a 
member of a group must be made payable to the registered 
investment company or its designated agent unless such 
payments are made by means of a payroll deduction ar- 
rangement in which an employer or a union is the desig- 
nated person. With respect to delivery of the quarterly 
statements to group plan members, subparagraph (b)(4) 
permits such statements to be given or sent to a person 
designated by the group for distribution to the members 
of the group. In this regard, broker-dealers and their agents 
should obtain reasonable assurances that the quarterly 
statements are being promptly distributed to group plan 
participants. Finally, as noted above, the provisions of 
subparagraphs (b)(5) and (6) also apply to group plans. 


Prospectus Disclosure and Delivery Requirements 


If it is intended that an investment company’s securities 
will be sold with a quarterly statement system, subparagraph 
(b)(5) of the revised amendment requires disclosure of this 
intention in the investment company’s prospectus. At or 
before the completion of a purchase transaction, the brok- 
er or dealer, or an agent of the broker-dealer, is required 

by subparagraph (b)(6) of the revised amendment to de- 
liver a prospectus complying with the provisions of Sec- 
tion 10 of the Securities Act of 1933 to the customer, or, 
in the case of group plans, to deliver to the group desig- 
nated person a sufficient number of such prospectuses so 
that the designated person can distribute a prospectus to 
each member of the group. This provision is not intended 
to require the delivery of a prospectus to customers at or 
before the completion of each purchase transaction; it is 
only required that the customer have received the most cur- 
rent investment company prospectus at some time at or 
prior to the completion of each purchase transaction. 


Section 11(d)(2) 


Section 11(d)(2) of the Act prohibits any person who trans- 
acts business as both a broker and dealer from effeciing a 
transaction through the use of the mails or interstate facili- 
ties unless he discloses to his customer in writing at or be- 
fore the completion of a transaction whether he is acting 

as a dealer for his own account or as a broker for any other 
party to the transaction. Although a broker-dealer may rely 
upon the new quarterly statement procedure permitted by 
the amended Rule 15c1-4, in most instances Section 11(d)- 
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(2) would still require him to deliver a written notice at or 
before the completion of a purchase. In the case of invest 
ment companies making use of the quarterly statement for 
purchases, however, the confirmation requirements of Sec- 
tion 11(d)(2) will be considered to be satisfied by a broker- 
dealer if the investment company’s prospectus discloses 
the manner in which the company’s shares are sold. 


Other Matters 


The Commission emphasizes that the substitution of quar- 
terly statements for immediate confirmations is only op- 
tional. If an investment company or its principal under- 
writer or contract dealers wish to continue to use immedi- 
ate confirmations with respect to some customers, they 
may still do so. Nor would this rule preclude oral confirma- 
tions on a more current basis if so desired by the broker- 
dealer and the customer. 


As noted earlier, new paragraph (b) of Rule 15c1-4 is not 
available for transactions involving the redemption or re- 
purchase of investment company shares. These transactions 
continue to be governed by the immediate confirmation 
requirements of paragraph (a) of the Rule. However, if a 
quarterly account statement is otherwise required to be 
sent to a shareholder, the statement must include informa- 
tion relating to all transactions in the shareholder’s account 
during the quarterly period, including redemptions and 
repurchases. 


It should also be noted that paragraph (b) does not re- 
quire that the quarterly periods be based on calendar 
quarters. A quarterly period may cover any three-month 
period provided that every four consecutive quarterly 
periods encompass twelve months. 


Some group pension and profit-sharing plans qualified 
under the Code may be operated through a trustee who is 
the shareholder of record. Participants in such plans are 
beneficial owners of the assets held. Pursuant to paragraph 
(a) of 15c1-4, only the trustee, or the plan itself, as share- 
holder of record is required to receive a confirmation. As 
noted above, subparagraph (b)(7) of the revised amend- 
ment has defined the term “‘group plan” to require that the 
plan contemplate periodic purchases of redeemable invest- 
ment company securities by each member of the group. It 
is intended that this requirement will make clear that plans 
in which a trustee or the plan itself is the shareholder of 
record are not “group plans” within the meaning of sub- 
paragraph (b)(7) and that the revised amendment will, 
therefore, avoid the unintended result of requiring a broker- 
dealer to deliver a statement to plan participants in addi- 
tion to the plan trustee at the end of each quarterly period 
in which a purchase is made for the plan account. 


While the revised amended Rule eases the confirmation 
requirements for certain types of purchases of securities 
of registered open-end investment companies and registered 
unit investment trusts, it does not extend such relief to all 
purchases of such securities or to other investment media, 
such as common stock systematic accumulation plans ad- 
ministered by retail brokerage firms. The Commission in- 
tends, however, to continue studying the various policy 
issues and technical problems relating to a further relaxa- 
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tion of the Rule in these other areas. 


The text of Rule 15c1-4, as amended, is as follows. (New 
matter in first paragraph is underlined; paragraph (b) is 
new): 


Rule 15c1-4. Confirmation of Transactions 


(a) The term “manipulative, deceptive, or other fraudulent 
device or contrivance,” as used in section 15(c)(1) of the 
Act, is hereby defined to inciude any act of any broker or 
dealer designed to effect with or for the account of a 
customer any transaction in, or to induce the purchase or 
sale by such customer of, any security (other than U.S. 

Tax Savings Notes, U.S. Defense Savings Stamps, or U.S. 
Defense Savings Bonds, Series E, F and G) unless such 
broker or dealer, at or before the completion of each such 
transaction, gives or sends to such customer written notifi- 
cation disclosing (1) whether he is acting as a broker for 
such customer, as a dealer for his own account, as a broker 
for some other person, or as a broker for both such custom- 
er and some other person; and (2) in any case in which he 
is acting as a broker for such customer or for such custom- 
er and some other person, either the name of the persem 
from whom the security was purchased or to whom it was 
sold for such customer and the date and time when such 
transaction took place or the fact that such information 
will be furnished upon the request of such customer, and 
the source and amount of any commission or other remun- 
eration received or to be received by him in connection with 
the transaction. 


(b) Notwithstanding paragraph (a) hereinabove, any 
broker or dealer may effect with or for the account of any 
customer the purchase of securities issued by any open-end 
investment company or unit investment trust registered 
under the Investment Company Act of 1940 without giv- 
ing or sending to such customer at or before the comple- 
tion of each such transaction for the purchase of such 
securities a written notification as required by paragraph 
(a) hereinabove, provided that: 


(1) such securities are purchased by the customer pursuant 
to an individual retirement or pension plan qualified under 
the Internal Revenue Code, and the broker or dealer, or 

an agent of the broker or dealer, gives or sends to the cus- 
tomer within five business days after the end of each 
quarterly period in which such customer has purchased 
securities issued by such registered investment company, 

a written statement setting forth the following informa- 
tion relating to such customer's transactions in securities 
of the registered investment company: all purchases, re- 
demptions, sales, dividends and distributions effected dur- 
ing such quarterly period; the dates of each such transac- 
tion; the number of shares issued to, redeemed or sold by 
such customer in each such transaction; the amount of 
sales load or commission, if any, paid for each such trans- 
action; and the total number of shares owned by such 
customer, and the total net asset value of such shares, at 
the end of such quarterly period; or 


(2) such securities are purchased by the customer pursuant 
to a group plan for the purchase of securities of such 
registered investment company, and 


(i) the terms of the plan provide for remittance of the 
amounts paid by the customer pursuant to such group plan 
so that they are received by the registered investment 
company or its agent as soon as practicable but in no event 
more than 35 days after the receipt of such amounts by a 
person designated by the group to collect and remit such 
amounts to the registered investment company or an agent 
of the registered investment company; 


(ii) the broker or dealer, or an agent of the broker or 
dealer, gives or sends to the person designated by the group 
a written notification of the receipt of payment at or be- 
fore the completion of each transaction for the purchase of 
securities of the registered investment company; and 


(iii) the broker or dealer, or an agent of the broker or deal- 
er, gives or sends to such customer a written statement as 
required by subparagraph (1) hereinabove within five 
business days after the end of each quarterly period in 
which such customer was a member of the group plan, ex- 
cept that the broker or dealer shall not be required to give 
or send such written statement to the customer if (A) the 
customer has not purchased securities of the registered 
investment company pursuant to the group plan for two 
consecutive quarterly periods, other than through the 
automatic reinvestment of dividends or capital gains 
distributions, and (B) the broker or dealer, or an agent of 
the broker or dealer, gives or sends a written notification 
to the customer that the customer will not receive such 
written statements after the expiration of such two con- 
secutive quarterly periods; and 


(3) payment by a customer who does not participate in 
any group plan, or by the person designated by the group 
of which a customer is a member (“designated person’’), 
for the purchase of securities of the registered investment 
company is made directly to, or is made payable to, the 
registered investment company or the principal under- 
writer, custodian, trustee or other designated agent of the 
registered investment company (“designated agent’’); 
Provided, however, that in any group plan in which pay- 
ment is collected by a designated person from the customer 
other than by means of a payroll deduction arrangement 
under which such designated person is either an employer 
of the customer or a labor union in which such customer 
is a member, such customer shall make payment payable 
to the registered investment company or its designated 
agent; 





(4) if such securities are purchased pursuant to a group 
plan, the written statement referred to in subparagraphs 
(1) and (2) hereinabove shall be deemed to have been given 
or sent to the customer if such statement is given or sent to 
a person designated by the group for distribution to the 
customer; 


(5) the intention to give or send to the customer the 
written statement referred to in subparagraphs (1) or (2) 
hereinabove in lieu of the written notification required by 
paragraph (a) hereinabove, is disclosed in the prospectus 
given to such customer pursuant to Section 5 of the Securi- 
ties Act of 1933; 


(6) at or before the completion of the transaction for the 
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purchase of shares issued by the registered investment 
company, the broker or dealer, or an agent of the broker 
or dealer, delivers a prospectus which complies with Sec- 
tion 10 of the Securities Act of 1933 to such customer 

or, with respect to group plans, delivers prospectuses so 
complying to a person designated by the group of which 
such customer is a member for distribution to the members 
of the group; and 


(7) for purposes of this paragraph (b), the term “group 
plan” shall mean any plan for the purchase of securities 
issued by a registered open-end investment company or 
unit investment trust involving two or more purchasers 
and contemplating periodic purchases of such securities 
by each member of the group through a person designated 
by the group for the collection and remittance of amounts 
for such purpose. 


Rule 15c1-4, as amended, shall become effective forthwith 
in accordance with the provisions of Section 553(d)(1) 

of the Administrative Procedure Act. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11026/September 24, 1974 


Admin. Proc. File No. 3-4347 
In the Matter of 


ELLIS FRIEND 
420 College Avenue 
York, Nebraska 


HERBERT L. HECKMAN 
315 North Laird Street 
Hastings, Nebraska 


WEBSTER CLINTON MYERS 
1223 Turner 
Hastings, Nebraska 


MELVIN L. TREBOLD 
Campbell, Nebraska 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Ellis Friend, Herbert L. Heckman, Webster 
Clinton Myers and Melvin L. Trebold, who were salesmen 
for a registered broker-dealer, have submitted offers of 
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settlement which the Commission has determined to 
accept. Solely for the purpose of these and any other pro- 
ceedings under specified provisions of the Exchange, In- 
vestment Advisers and Investment Company Acts, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to findings of mis- 
conduct as alleged in that order and to the imposition of 
certain sanctions. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 1/ 


1. During the period from about March 24 to August 24, 
1972, respondents willfully violated Sections 5(a) and 

5(c) of the Securities Act in that they variously offered and 
sold promissory notes and evidences of indebtedness of 
New Life Trust, Inc. (Heckman and Trebold), Corona de 
Tucson, Inc. (Friend, Heckman and Myers), and Arizona- 
Florida Equities Corporation (Heckman and Myers), when 
no registration statements under that Act had been filed 

or were in effect as to such securities. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that, in 
connection with their offer and sale of securities as speci- 
fied above, they made material misstatements and omis- 
sions with respect to the soundness of an investment, and 
the unusually high degree of risk involved, the sales charges 
and the compensation they were receiving, the issuers’ 
financial condition, the value of the land covered by the 
mortgages purportedly securing the promissory notes and 
evidences of indebtedness and the priority of such mortgage 
liens, and the payment of costs and attorneys’ fees in the 
event suit were necessary to collect on a note. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, IT 1S ORDERED that Ellis Friend and Her- 
bert L. Heckman be, and they hereby are, barred from 
being associated with any broker or dealer with the proviso 
that, after one year, each may apply to the Commission to 
become so associated in a non-supervisory capacity, upon 
a showing that he will be adequately supervised; and it is 
further 


ORDERED that Webster Clinton Myers, for a period of 
270 days, and Melvin L. Trebold, for a period of 180 days, 
be, and they hereby are, suspended from being associated 
with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 
George A. Fitzsimmons 


Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11027/September 25, 1974 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 involving Rocco Louis Miraldi d/b/a Miraldi Asso- 
ciates, a registered broker-dealer of Staten Island, New York, 
and Rocco Louis Miraldi, its sole proprietor. 


The proceedings are based upon allegations by the Commis- 
sion’s staff that Rocco Louis Miraldi d/b/a Miraldi Asso- 
ciates willfully violated, and Rocco Louis Miraldi willfully 
aided and abetted the violation of, the Financial Report 

ing Requirements under the Securities Exchange Act of 
1934. 


A hearing wil! be scheduled by further order to take evidence 
on the staff’s allegations and to afford the respondents an 
opportunity to offer any defenses thereto, and for the pur- 
pose of determining whether the allegations are true, and, 

if so, whether any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11028/September 25, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 14/September 25, 1974 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 and the Securities Investor Protection Act of 
1970 involving, with respect to the Securities Exchange Act 
of 1934, First Midwest Investment Corp., of Milwaukee, 
Wisconsin; Fred A. Shapiro, Milwaukee, Wisconsin; George 
J. Meyer I!, Milwaukee, Wisconsin and Leigh A. Cord, 
Wauwatosa, Wisconsin, who were officers and directors 

of First Midwest Investment Corp.; and, with respect to 

the Securities Investor Protection Act of 1970, George J. 
Meyer Il and Leigh A. Cord. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that First Midwest Investment Corp., a 
registered broker-dealer and Shapiro, Meyer, and Cord vio- 
lated the net capital and bookkeeping requirements of the 
Securities Exchange Act of 1934. 


In the order, the Commission’s staff also alleged that on 
November 28, 1972, the United States District Court for 
the Eastern District of Wisconsin declared the customers of 
First Midwest Investment Corp. to be in need of the pro- 
tection of the Securities Investor Protection Act of 1970 
and appointed a trustee for the liquidation of First Mid- 
west Investment Corp. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondents an 
opportunity to offer any defenses thereto, for the purpose 

of determining whether the allegations are true and, if so 


whether any action of a remedial nature should be ordered 
y the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11029/September 27, 1974 


See Securities Act Release No. 5528/September 27, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11030/September 27, 1974 


NOTICE OF ADOPTION OF AMENDMENTS TO RULES 
3b-3, 10a-1 and 10a-2 UNDER THE SECURITIES EX- 
CHANGE ACT OF 1934 


File No. S7-515 


The Commission announced today the adoption of amend- 
ments to Rule 3b-3, Rule 10a-1 and Rule 10a-2 under the 
Securities Exchange Act of 1934 modifying its existing 
short selling regulation in response to the contemplated 
implementation of a consolidated transaction reporting 
system. The amendments are being adopted pursuant to 
Sections 3(b), 10(a) and 23(a) of the Securities Exchange 
Act. 1/ 


On May 10, 1974, the Commission declared effective, as of 
May 17, 1974, a plan for the consolidated reporting of 
transactions in listed securities in all markets for such secur- 
ities. 2/ The plan had been filed pursuant to Rule 17a-15 
under the Securities Exchange Act. 3/ 


The planned consolidated transaction reporting system is 
one of a series of initiatives the Commission indicated it 
would take, in its Policy Statement on the Structure of a 
Central Market System, 4/ to implement a central market 
system in listed securities. The Commission also noted in 

its Policy Statement that since, after the implementation of 
a consolidated transaction reporting system, reports of cer- 
tain transactions in listed securities would be disseminated 
nationally for the first time, it would be necessary to review 
the comprehensiveness of the Commission's short selling 
regulation to determine whether modifications should be 
proposed to make that regulation more complete and 
effective. 5/ The amendments to Rule 3b-3, Rule 10a-1 and 
Rule 10a-2 the Commission is adopting today had their 
genesis in that review. 


The adoption of these amendments mark the first time 

that over-the-counter transactions in listed securities have 
been subjected to the Commission’s short selling regulation. 
The amendments prohibit any person from effecting a short 
sale of a security listed on an exchange below the last sale 
thereof (a “minus tick’’), or at the last sale thereof if the 
preceding different sale was effected at a higher price (a 
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“zero-minus tick”), reported pursuant to a consolidated 
transaction reporting system declared effective under Rule 
17a-15. The short selling reguattions had been applicable 
only to transactions effected on an exchange. 


The amendments also create several new exemptive provi- 
sions. First, short sales by registered specialists or exchange 
market makers in a security for which such specialist or 
market maker is registered, and Qualified Third Market 
Makers in securities for which such market makers file a 
notice with the Commission on Form X-17A-16(1), effected 
at a price equal to the last price reported in the consolidated 
transaction reporting system would be exempt sales. This 
exemption is intended to permit a registered specialist, 
registered exchange market maker or third market maker to 
protect customer orders against transactions in other mar- 
kets appearing in the consolidated transaction reporting sys- 
tem. The Commission intends in particular to monitor this 
aspect of the proposed amendments to determine whether 
the exemption is subject to abuse. 


Second, the rule exempts short sales by an underwriter 

in connection with the over-allotment of securities in a 
distribution and lay-off sales in connection with a standby 
underwriting commitment or a distribution of securities 
through rights pursuant to Rule 10b-8. 6/ 


Third, the rule does not prohibit any transaction which the 
Commission, upon written request or upon its own motion, 
exempts either unconditionally or upon specified terms 
and conditions. 


It has been suggested that the proposed amendments 
adopted herein may at times permit a seller to exhaust 
existing bids by aggressive short selling, or to establish 

a series of short sales at declining prices, so long as such 
sales are effected on “plus” or “zero-plus” ticks in rela- 
tion to last sale on the “consolidated tape.” Indeed, it has 
been suggested that a short seller may create such a situa- 
tion by effecting a transaction in one market below the 
existing bids in another market to permit short sales to 
fill such bids in such other market on plus or zero-plus 
ticks in relation to last sale on the consolidated tape. It is 
important to note, therefore, that in the Commission’s 
view such activities may violate the anti-manipulative pro- 
visions of the Securities Exchange Act, in particular Sec- 
tion 9(a)7/ and Section 10(b)8/ and Rule 10b-59/ there- 
under, depending on the circumstances involved. 


Commentators have also expressed concern that transac- 
tions reported through the consolidated transaction report- 
ing system would regularly appear out of actual sequence 
of execution and that this fact would undermine the opera- 
tion of the proposed rule amendments. Similarly, some 
commentators expressed concern that the reporting of 
third market transactions “‘net’’ might distort the applica- 
tion of the rule. It was impossible for commentators to 
predict at this point with any precision, however, to what 
extent either occurrence would affect the operation of the 
proposed amendments. 


The Commission shares the concern of the commentators 
expressed above. Nevertheless, after carefully considering 
the comments on the proposed amendments, and the alter- 
native regulatory approaches available, the Commission 
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has determined that the amendments as proposed present 
the most workable, even-handed and effective solution to 
regulating short sales in listed securities, wherever such 
sales are effected. 


One of tiie concerns expressed, however, is troublesome 
to the Commission: in periods of extreme activity, it was 
asserted, the proposed amendments would unfairly im- 
pede the legitimate activities of brokers representing cus- 
tomers’ orders in “crowds” which might exist on the floor 
of an exchange, because, among other things, of the time 
lapse between any executions effected among brokers in 
such crowds and the appearance of reports of such tran- 
sactions in the consolidated transaction reporting system. 
The Commission, therefore, will entertain suggestions 
from exchanges affected for an additional exemptive pro- 
vision, or other proposal, designed to alleviate such diffi- 
culties. In the interim, the Commission will be prepared 
to respond promptly to any legitimate request for an 
exemption pursuant to newly adopted subparagraph (d)(11) 
of Rule 10a-1. 


Pursuant to the terms of the consolidated transaction re- 
porting plan declared effective under Rule 17a-15, the 
consolidated transaction reporting system will not com- 
mence full operation until February, 1975. Nevertheless, 
the Commission has determined that it is necessary and 
appropriate in the public interest to promulgate compre- 
hensive short selling regulation now, in order to take full 
advantage of the proposed “pilot project”’ for the “‘con- 
solidated tape’’, scheduled to begin on October 4, 1974. 
During this 20 week period, transactions in all markets in 
fifteen selected New York Stock Exchange listed securi- 
ties will be displayed on a consolidated basis by the exist- 
ing transaction tapes. Since the new provisions of the 
short selling regulation are triggered only by the inclusion 
of last sale reports for securities in the consolidated tran- 
saction reporting system, during the test period such new 
provisions will be applicable only to trades in the fifteen 
securities selected for the test. This “‘pilot phase” will 
afford the Commission an opportunity to determine 
whether the new short sale provisions will operate effec- 
tively or whether further modifications will be necessary 
before February, 1975. 


The Commission has determined that because: (1) the 
proposed amendments to Rule 3b-3, Rule 10a-1 and Rule 
10a-2 have been exposed for public comment since March 
6, 1974; (2) the described revisions in the proposed amend- 
ments are technical in nature; and (3) it is necessary and 
appropriate in the public interest to take full advantage 
of the proposed consolidated transaction tape ‘pilot 
phase” scheduled to commence operation on October 4, 
1974, there is good cause to, and the Commission hereby 
does, declare the proposed amendments to Rule 3b-3, 
Rule 10a-1 and Rule 10a-2 effective on October 4, 1974. 


By the Commission. 
George A. Fitzsimmons 
Secretary 


1/ 15 U.S.C. 78c(b), 78j(a), 78w(a). 















m & 


11) 


jle 








2/ Securities Exchange Act Release No. 10787 (May 10, 
1974). 


3/ 17 C.F.R. 240.17a-15; Securities Exchange Act Re- 
lease No. 9850 (November 8, 1972) (adoption of Rule 
17a-15). 


4/ Securities and Exchange Commission, Policy Statement 
on the Structure of a Central Market System (March 29, 
1973). 


5/ Id. at p. 32. Prior to the publication of the Policy 
Statement, the Commission requested its Advisory Com- 
mittee on a Central Market System to recommend appro- 
priate short sale regulation. The Advisory Committee re- 
commended a rule which prohibited short sales on a ““minus 
tick” or a “‘Zero-minus tick” in relation to last sale reported 
in the consolidated transaction reporting system. See Ad- 
visory Committee on a Central Market System, /nterim 
Report on a Central Market System (October 11, 1974) 


6/ 17 C.F.R. 240.10b-8. 


I~ 


15 U.S.C. 78i(a). 
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/ 15 U.S.C. 78j(b). 
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17 C.F.R. 240.10b-5. 


TEXT OF AMENDMENTS 


INSERTIONS IN /TALICS 
DELETIONS [BRACKETED]. 


Definition of “Short Sale’ 


The term “‘short sale’’ means any sale of a security whic! 
the seller does not own or any sale which is consummatec 
by the delivery of a security borrowed by, or for the 
the seller. A person shal/ be deemed to owr 
he or his agent has titie to it; or (2) he ha 
purchased, or has entered into an unconditiona/ contrac 
binding on both parties thereto, to purchase it but has not 
yet received it; or (3) he owns a security convertible int< 
or exchangeable for it and has tendered such security fo 
conversion or exchange; or (4) he has an option to purchase 
or acquire it and has exercised such option; or (5) he ha: 
nights or warrants to subscribe to it and has exercised suc 
rionts or warrants: Provided, however, That a person shal 
be deemed to own securities only to the extent that he he 
anet iong position in such securiti 





account O7 


security 


Rule 10a-1. Short Sale 

\a) (7) No person shall, for his own account or for th 
account o7 any other person, effect a short sale of an 
security registered on, or admitted to unlisted trading 
privileges on, a national securities exchange, if trades ir 

such security are reported pursuant to a consolidated tran- 
saction reporting system declared effective under Securities 
Exchange Act Rule 17a-15, (i) below the price at which the 
last sale thereof, regular way, was reported in such consoli- 
dated transaction reporting system, or (ii) at such price 
unless such price is above the next preceding differen: 


price at which a sale of such security, regular \ay, was 
reported in such consolidated transaction reporting system. 
(2) No person shall, for his own account or for the account 
of any other person, effect on a national securities exchange 
a short sale of any security, if trades in such security are 
exempted from reporting pursuant to a consolidated tran- 
saction reporting system declared effective under Securities 
Exchange Act Rule 17a-15, (i) below the price at which 

the last sale thereof, regular way, was effected on such 
exchange, or (ii) at such price unless such price is above 

the next preceding different price at which a sale of such 
security, regular way, was effected on such exchange. In 
determining the price at which a short sale may be effected 
after a security goes ex-dividend, ex-right, or ex-any other 
distribution, all sale prices prior to the “‘ex’’ date may be 
reduced by the value of such distribution. 


(b) No broker or dealer [member of a national securities 
exchange] shall, by the use of any facility of a national 
securities exchange, or any means or instrumentality of 
interstate commerce, or of the mails (such exchange] , exe 
cute any sell order for a security registered on, or admitted 
to unlisted trading privileges on, a national securities ex- 
change unless such order is marked either “long”’ or 
“short”’. 


(c) No broker or dealer [member of a national securities 
exchange] shall mark any order to sell a security registered 
on, or admitted to unlisted trading privileges on, a national 
securities exchange [a sell order] “long” unless (1) the se 
curity to be delivered after sale is carried in the account for 
which the sale is to be effected, or (2) such broker or deal- 
er [member] is informed that the selier owns the security 
ordered to be solid and, as soon as is possible without undue 
inconvenience or expense, will deliver the security owne 

to the account for which the sale is to be effectec 


(d) The provisions of paragrapt 


tc 


nereo 


shall not app 


(1) Any sale by any person, for an account in whicl 
has an interest, if such person owns the security sold ar 
intends to deliver such security as soon a: 
out undue inconvenience or expens 


is possibie v 


(2) Any broker or dealer [member] in 


respect OT a Sai 


for an account in which he has no interest, pursuant t 
order to seli which is markec “ion 

1(3) Any sale of an odd-io 

[(4)] (3) Any sale by an odd-lot dealer, or sa/e 


Qualified Third Market Maker in a security for which si 
market maker has filed a notice with the Commission o 
Form X-17A-16(7), to offset odd-lot orders of custeme 


[(5)) (4) Any sale by an odd-iot dealer, or a sale by 
Qualified Third Market Maker in a security for which su 
market maker has filed a notice with the Commission or 
Form X-17A-16(1), to liquidate a long position which is 
less than a round lot, provided such sale does not chang 
the position of such odd-lot dealer or such market make 
by more than the unit of trading 


(5) Any sale of a security registered on, or admitted to 
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unlisted trading privileges on, a national securities exchange, 
by a registered specialist or registered exchange market mak- 
er ina security for which such specialist or exchange market 
maker is registered, or Qualified Third Market Maker ina 
security for which such Qualified Third Market Maker has 
filed a notice with the Commission on Form X-17A-16(1), 
effected at a price equal to the last sale reported for such 
security pursuant to a consolidated transaction reporting 
system declared effective under Securities Exchange Act 
Rule 17a-15. 


(6) Any sale of a security on a national securities exchange, 
if trades in such security are exempted from reporting pur- 
suant to a consolidated transaction reporting system de- 
clared effective under Securities Exchange Act Rule 17a-15, 
effected with the approval of such exchange which is neces- 
sary to equalize the price of such security thereon with the 
current price of such security on another national securities 
exchange which is the principal exchange market for such 
security; 


(7) Any sale of a security for a special arbitrage account by 
a person who then owns another security by virtue of 
which he is, or presently will be, entitled to acquire an 
equivalent number of securities of the same class as the 
securities sold; provided such sale, or the purchase which 
such sale offsets, is effected for the bona fide purpose of 
profiting from a current difference between the price of 
the security sold and the security owned and that such 
right of acquisition was originally attached to or represented 
by another security or was issued to all the holders of any 
class of securities of the issuer; 


(8) Any sale of a security registered on, or admitted to 
unlisted trading privileges on, a national securities exchange 
effected for a special international arbitrage account for the 
bona fide purpose of profiting from a current difference 
between the price of such security on a securities market 
not within or subject to the jurisdiction of the United 
States and on a securities market subject to the jurisdiction 
of the United States [such national securities exchange] ; 
provided the seller at the time of such sale knows or, by 
virtue of information currently received, has reasonable 
grounds to believe that an offer enabling him to cover such 
sale is then available to him in such foreign securities 
market and intends to accept such offer immediately; or 


(9) Any sale of a security registered on, or admitted to 
unlisted trading privileges on, a national securities exchange 
effected in accordance with a special offering plan declared 
effective by the Commission pursuant to paragraph (d) of 
Rule 10b-2. 


(10) Any sale by an underwriter, or any member of a syn- 
dicate or group participating in the distribution of a securi- 
ty, in connection with an over-allotment of securities, or 
any lay-off sale by such a person in connection with a dis- 
tribution of securities through rights pursuant to Rule 
10b-8 or a standby underwriting commitment. 


(11) This section shall not prohibit any transaction or tran- 
sactions which the Commission, upon written request or 
upon its own motion, exempts, either unconditionally or 
on specified terms and conditions. 
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For the purpose of Clause (8) hereof a depositary receipt 
of a security shall be deemed to be the same security as 
the security represented by such receipt. 


Rule 10a-2. Requirements for Covering Purchases 


(a) No broker or dealer [member of a national securities 
exchange] shall lend, or arrange for the loan of, any secur- 
ity registered on, or admitted to unlisted trading privileges 
on, a national securities exchange for delivery to the broker 
for the purchaser after sale, or shall fail to deliver a security 
on the date delivery is due, if such [member] broker or 
dealer knows or has reasonable grounds to believe that the 
sale was effected, or will be effected, pursuant to an order 
marked “‘long,”’ unless such [member] broker or dealer 
knows, or has been informed by the seller, (1) that the 
security sold has been forwarded to the account for which 
the sale was effected; or (2) that the seller owns the secur- 
ity sold, that it is then impracticable to deliver to such 
account the security owned and that he will deliver such 
security to such account as soon as is possible without 
undue inconvenience or expense. 


(b) The provisions of paragraph (a) hereof shall not apply 
(1) to the lending of a security registered on, or admitted 
to unlisted trading privileges on, a national securities ex- 
change by a [member] broker or dealer through the me- 
dium of a loan to another broker or dealer [member] , or 
(2) to any loan, or arrangement for the loan, of any such 
security, or to any failure to deliver any such security if, 
prior to such loan, arrangement, or failure to deliver [the 
exchange upon which the sale requiring the delivery of 
such security was effected] , a national securities exchange, 
in the case of a sale effected thereon, or a national securi- 
ties association, in the case of a sale not effected on an ex- 
change, finds (i) that such sale resulted from a mistake 
made in good faith, (ii) that due diligence was used to as- 
certain that the circumstances specified in clause (1) of 
Rule 10a-1(c) existed or to obtain the information speci- 
fied in clause (2) thereof, and (iii) either that the condi- 
tion of the market at the time the mistake was discovered 
was such that undue hardship would result from covering 
the transaction by a “‘purchase for cash,”’ or that the mis- 
take was made by the seller’s broker and the sale was at a 
price permissible for a short sale under Rule 10a-1(a). 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18567A/September 23, 1974 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 
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(70-5523) 
ERRATA 


Page 4, paragraph 2, should read, ‘‘Project suggests that the 
Southern system, although an intergrated electric utility 
system, 3/ has grown too large to meet the standards of 
Section 11(b)(1) of the Act and that its asserted difficulty 
in marketing its common stock is the alleged result of this 
growth...”” 


Page 5, footnote 3, should appear as follows: 
3/ The Southern Company, et al., 26 SEC 464, 476-479 
(1947). 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18574/September 20, 1974 


In the Matter of 


CONNECTICUT LIGHT & POWER COMPANY 
THE ROCKY RIVER REALTY COMPANY 
P.O. Box 2010 

Hartford, Connecticut 06101 


(70-5546) 
NOTICE OF PROPOSED SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Connecticut Light and 
Power Company (““CLUP”), an electric utility subsidiary 
company of Northeast Utilities (““NU’’), a registered holding 
company, and The Rocky River Realty Company (“Rocky”), 
a wholly-owned non-utility subsidiary of NU, have jointly 
filed with this Commission a declaration pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’) desig- 
nating Section 12(d) of the Act and Rule 44 promulgated 
thereunder as applicable to the following proposed transac- 
tions. All interested persons are referred to the declaration, 
which is summarized below, for a more complete statement 
of the proposed transactions. 


Declarants state that until October 1973, CL&P and The 
United Illuminating Company (UI)! a non-affiliated elec- 
tric utility company, jointly owned as tenants-in-common the 
Coke Works generating plant site at New Haven Harbor in 
New Haven, Connecticut (‘“‘Coke Works”). In October, 1973, 
pursuant to an Agreement for Sale dated as of May 3, 1973 
(“Agreement’’) by and between CL&P, UI and Rocky, 

CL&P sold its interest in the Coke Works site to UT, with 
CL&P and Rocky also agreeing to sell to UI their respective 
interests in the fee properties and easements acquired for a 
transmission right of way (including the facilities which 

CL&P had designed to be constructed thereon) from the 


Coke Works site to Totoket Junction in North Branford, 
Connecticut, a distance of approximately 6.1 miles 
(“transmission properties’’). In accordance with the Agree- 
ment, CL&P states it has completed construction of a 345 
kv/115 kv double circuit transmission line on the transmis- 
sion right of way and the line is being placed in operation. 


CL&P and UI consider the sale of the transmission proper- 
ties to be desirable since they are an essential outlet for the 
generating unit UI is constructing on the Coke Works site. 
Conversely, since CL&P would not be participating in the 
ownership of the Coke Works unit, CL&P states there was 
no longer any need for CL&P to own the transmission 
properties and facilities. 


Accordingly, CL&P proposes to sell, on or before Decem- 
ber 31, 1974, such properties and facilities to UI, the 
purchase price for the transmission properties to be de- 
termined in accordance with the Agreement. Declarants 
state that as of June 30, 1974, the total expenditures 
made by CL&P and Rocky in connection with the trans- 
mission properties, including the facilities thereon, was 
$6,063,930. It is stated that certain additional expendi- 
tures (not anticipated to significantly increase the fore- 
going amount) will be made before the date of transfer. 
The purchase price is stated to have been calculated to 
reimburse to CL&P and Rocky their costs associated with 
the acquisition of the transmission properties and the costs 
of constructing the transmission lines thereon. 


Fees and expenses to be incurred in connection with the 
proposed transaction aggregate $2,500, including legal fees 
of $2,000. It is stated that the Connecticut Public Utili- 
ties Commission has approved the proposed sale of the 
utility assets and that no other State or Federal commis- 
sion, other than this Commission, has jurisdiction over 

the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 14, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires 

to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarants at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the de- 
claration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from its rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
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tion, pursuant to delegated authority. 


George A, Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18575/September 23, 1974 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P. O. Box 1106 
Shreveport, Louisiana 71156 


(70-5552) 


NOTICE OF PROPOSED INSTALLMENT PURCHASE OF 
POLLUTION CONTROL FACILITIES; REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company (“SWEPCO”), an electric utility subsidi- 
ary company of Central and South West Corporation, a 
registered holding company, has filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’) designating 
Sections 6(a), 7, 9(a)(1}, 10, 12(d) and Rules 44(b)(3) and 
50 promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred tc the ap- 
plication-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


SWEPCO states that in order to comply with applicable 
state and federal environmental control standards with 
respect to its Welsh Power Plant (“‘unit’’) presentiy under 
constructicn in Titus County, Texas, it is necessary to 
construct certain air and water pollution control facilities 
(‘facilities’). To finance construction and acquisition of 

the facilities, SWEPCO proposes to enter into an Installment 
Sale Agreement (‘‘agreement”’) with the Titus County Fresh 
Water Supply District No. 1 (‘District’), an instrumen- 
tality of the state of Texas. 


The agreement provides that SWEPCO will transfer to the 
District SWEPCO’s interest in the facilities as they pre- 
sently exist and that the District will reimburse SWEPCO 
for the cost of construction of the presently completed 
facilities. SWEPCO will then cause the construction of the 
facilities to be completed for the District, the District re- 
imbursing SWEPCO for the costs of construction to the 
extent funds are available in the construction fund created 
under an indenture (“indenture”), as further described 
below. Upon completion of the construction of air and 
water pollution control portions of the facilities, title to 
such portion will automatically vest in SWEPCO. 





The District will finance the acquisition and construction 
of the facilities through the issue and sale of the District's 
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Pollution Control Revenue Bonds (“‘bonds’’) to be de- 
nominated ‘1974 Issue Bonds” in an aggregate amount 
of up to $14,000,000. The bonds will be issued under the 
indenture with a corporate trustee to be selected in con- 
sultation with SWEPCO. The District has adopted a re- 
solution agreeing to issue its bonds under conditions 
contemplated by the agreement and the indenture, for 
the purpose of financing the facilities. 


The bonds will be dated on or about the first day of the 
month in which they are issued (presently scheduled for 
November 1974), will bear interest semiannually and will 
mature at a date or dates not more than 30 years from 
date of their issue. The bonds will not be redeemable 
within 10 years from their issue date except under cer- 
tain circumstances. The bonds are subject to mandatory 
redemption beginning 10 years after date of issue in satis- 
faction of sinking fund provisions under the indenture 
which will cause at feast 25% in principal amount of the 
bonds to be retired prior to maturity. 


The proceeds from the sale of the bonds (except as other- 
wise required by the indenture) will be deposited in a 
construction fund created under the indenture, and costs 
of acquisition and construction of the facilities will be 
reimbursed to SWEPCO out of funds in the construction 
fund. In the event amounts in the construction fund 

are insufficient to pay all costs of the facilities, the agree- 
ment obligates SWEPCO to pay all additional amounts. 


The agreement contains an unsecured commitment by 
SWEPCO to pay the District the purchase price for the 
facilities in installments. The installments will be suffi- 
cient to enable the District to pay principal, interest, 
sinking fund and redemption premium with respect to 
the bonds 


SWEPCO states that it is contemplated that the bonds will 
be sold by the District pursuant to arrangements between 
the District and Merrill Lynch, Pierce, Fenner and Smith, 
Inc., as underwriter. It is expected that the terms of the 
bonds, including sale price and interest rate, will be agreed 
upon on or about October 22, 1974, that a public offer- 
ing of the bonds will be made by the underwriter, and that 
delivery and payment for the bonds will be made on or 
about November 22, 1974. SWEPCO will not be a party 
to the Bond Purchase Agreement, pursuant to which the 
underwriter will purchase the bonds from the District, 
but the Bond Purchase Agreement provides that the terms 
of the bonds and of the indenture will be satisfactory to 
SWEPCO. 


SWEPCO states that counsel states they are prepared to 
give a legal! opinion that interest on the bonds will be 
exempt from federal income taxation. SWEPCO states 
that it has been advised that similar tax-exempt bonds 
have historically carried an annual interest rate approxi- 
mately 12% to 2%% lower than comparable taxable long- 
term bonds. 


SWEPCO requests exception from the competitive bidding 
requirements of Rule 50 pursuant to clause (a)(5) thereof. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $215,000, includ- 
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ing legal fees of $50,300. It is stated that no state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 16, 1974, request in 
writing that a hearing be held with respect to the proposed 
transactions, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised by 
said application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant-declarant at 

the above-stated address, and proof of service (by affida- 
vit or, in case of an attorney at law, by certificate) 

should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who reayest a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 

the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18576/September 25, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5387) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company (“Jersey Central’), an electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed with this Commission 


a second post-effective amendment to the declaration 
previously filed in this matter, pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder. All inter- 
ested persens are referred to the declaration as now amend- 
ed, which is summarized below, for a complete statement 
of the proposed transaction. 


By orders dated October 9, 1973 and June 11, 1974 
(Holding Company Act Release Nos. 18117 and 18454), 
the Commission authorized Jersey Central, for the period 
ending on December 31, 1974, to issue and sell its unse- 
cured promissory notes of a maturity of nine months or 
less evidencing short-term bank borrowings from 30 
banks provided that the aggregate principal amount of 
such notes outstanding at any one time could not exceed 
$96,000,000. 


Jersey Central now proposes to issue and sell, such short- 
term notes to the banks in an aggregate amount up to 
$120,000,000 and to extend the period during which 
Jersey Central may issue and sell such notes until Decem- 
ber 31, 1975. The aggregate amount of such notes out- 
standing at any one time shall not exceed 10% of the 
sum of (a) the principal amount of Jersey Central's out- 
standing first mortgage bonds and debentures, (b) the 
par value of Jersey Central’s outstanding preferred stock, 
(c) the par value of Jersey Central’s outstanding common 
stock and (d) Jersey Central’s capital surplus. Each new 
note will bear interest at the prime interest rate for com- 
mercial borrowing of the bank from which the borrowing 
is made at the date of issue, will be prepayable at any 
time without premium, and will not be issued as part of 
a public offering. Although no commitments or agree- 
ments for such borrowings have been made, Jersey Cen- 
tral expects that, as and to the extent that its cash needs 
require, borrowings will be effected from among the 
following banks, the maximum to be borrowed and out- 
standing at any one time for each such bank being as 


follows: 


Bankers Trust Company, 


New York, New York $ 5,000,000 
The Chase Manhattan Bank NA, 

New York, New York 25,000,000 
Chemical Bank, 

New York, New York 5,000,000 
Irving Trust Company, 

New York, New York 17,000,000 
Manufacturers Hanover Trust Company, 

New York, New York 6,000,000 
Fidelity Union Trust Company, 

Newark, New Jersey 6,000,000 
First National State Bank of New Jersey, 

Newark, New Jersey 5,000,000 
Midlantic Bank, 

Newark, New Jersey 7,000,000 
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First Jersey National Bank, 
Jersey City, New Jersey 








American National Bank & Trust, 
Morristown, New Jersey 























































Belmar-Wall National Bank, 
West Belmar, New Jersey 


The Central Jersey Bank & Trust 
Company, Freehold, New Jersey 


Colonial First National Bank, 
Red Bank, New Jersey 


First Merchants National Bank, 
Asbury Park, New Jersey 


First National Bank of New Jersey, 
Passaic, New Jersey 


First National Bank of South Jersey, 
Pleasantville, New Jersey 


First National State Bank of North- 
west Jersey, Succasunna, New Jersey 


The First National Bank of Toms River, 
Toms River, New Jersey 


The First National lron Bank of New 
Jersey, Morristown, New Jersey 


The Hunterdon County National Bank, 
Lambertville, New Jersey 


Mechanics National Bank of Burlington 
County, Burlington, New Jersey 


National Community Bank, 
Franklin, New Jersey 


The National State Bank, 
Elizabeth, New Jersey 


New Jersey Bank NA, 
Haledon, New Jersey 


Ocean County National Bank, 
Point Pleasant, New Jersey 


New Jersey National Bank, 
Asbury Park, New Jersey 


Peoples Trust Company of New Jersey, 
Hackensack, New Jersey 


Somerset Hills & County National 
Bank, Bernardsville, New Jersey 


Summit and Elizabeth Trust Company, 
Summit, New Jersey 






United Counties Trust Company, 
Summit, New Jersey 
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3,000,000 


4,000,000 


300,000 


3,000,000 


1,500,000 


1,000,000 


1,000,000 


1,500,000 


500,000 


1,200,000 


3,000,000 


700,000 


400,000 


5,000,000 


2,500,000 


4,000,000 


400,000 


3,000,000 


4,000,000 


1,000,000 


1,000,000 


2,000,000 





$120,000,000 


It is stated that Jersey Central is required to maintain 
compensating balances with each of the banks equal to 
10% of the lines of credit or 20% of the amounts actually 
borrowed, whichever is higher, except for the First Na- 
tional Bank of South Jersey, Pleasantville, N.J., which 
presently requires 10% of the amount of the line of 
credit as a compensating balance. Assuming a 12% prime 
rate and a 20% compensating balance, the effective rate 
of interest to be paid by Jersey Central is 15.0% (13.33% 
for borrowing from the First National Bank of South 
Jersey). 


Jersey Central proposes to utilize the proceeds of the con- 
templated borrowings for the purpose of financing its 
business as a public utility company, including provisions 
for construction expenditures, the repayment of other 
short-term borrowings, and the temporary reimbursement 
of its treasury for construction expenditures provided 
thereon. The estimated cost of Jersey Central’s 1974 
construction program is approximately $160,000,000. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 16, 1974, request in 
writing that a hearing be held on such matter, stating 

the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effective 
amendment to the declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit 
or, in the case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
declaration, as amended by said post-effective amend- 
ment, may be permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18577/September 25, 1974 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44701 


(70-5544) 


NOTICE OF PROPOSED AMENDMENTS TO ARTICLES 
OF INCORPORATION, INCREASE IN PERMITTED 
SHORT-TERM UNSECURED INDEBTEDNESS, AND 
ORDER AUTHORIZING SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio’’), an electric utility subsidiary company of Ameri- 
can Electric Power Company, Inc. (““AEP”’), a registered 
holding company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 6(a)(2), 7 

and 12(e) of the Act and Rule 62 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Ohio proposes to amend its Articles of Incorporation (a) to 
increase the number of shares of common stock, no par 
value, which Ohio is authorized to issue from the presently 
authorized 20,000,000 to 40,000,000 such shares, and (b) 
to increase the number of shares of cumulative preferred 
stock, par value $100 per share which Ohio is authorized to 
issue from the presently authorized 2,700,000 to 4,200,- 
000 such shares. 


At June 30, 1974, Ohio was authorized to issue a total of 
20,000,000 shares of its common stock and 2,700,000 shares 
of its cumulative preferred stock. As of that date, there had 
been issued and were outstanding 19,952,472 shares of its 
common stock, and 2,112, 403 shares of its cumulative 
preferred stock. Ohio now proposes to amend its Articles of 
Incorporation so as to increase the aggregate number of 

shares of common stock and cumulative preferred stock 
which Ohio is authorized to issue to 40,000,000 shares 

and 4,200,000 shares, respectively. 


Ohio further proposes to submit a proposal to its cumula- 
tive preferred stockholders for their consent and approval 
to an increase in the amount of unsecured short-term 

debt which Ohio is authorized to incur prior to March 31, 
1980, to exceed 10%, but provided that combined short- 
term and long-term unsecured indebtedness would be not 
more than 20%, of Ohio’s total capitalization, such short- 
term indebtedness in excess of the said 10% to be out- 
standing no later than June 30, 1980. Authorization from 
the Commission for such an increase in the permissible 
amount of short-term debt is requested. The actual issue 
and sale of securities related to such proposed increase in 
the number of shares of both common stock and cumula- 
tive preferred stock will be subject to further authorization 


by this Commission. 


It is stated that the increases in stock and short-term debt 
are necessary to finance Ohio’s construction program, the 
cost of which is presently estimated to be approximately 
$150,000,000 for the last half of 1974 and $200,000,000 
for the year 1975. 


Ohio intends to submit the proposed amendments of its 
Articles of Incorporation and the proposed consent of 

its shareholders for their approval at a special meeting of 
shareholders to be held on November 13, 1974. In con- 
nection therewith, Ohio proposes to solicit proxies from 
the holders of its common and cumulative preferred stock 
through the use of solicitation material which sets forth 
the proposals in detail. The declaration states that the pro- 
posed amendment on the common stock requires the 
approval and consent of the holders of the outstanding 
common stock and approval by two-thirds of the voting 
power of Ohio and that the proposed amendment on the 
cumulative preferred stock requires the approval and 
consent of the holders of the outstanding common stock 
and the approval by two-thirds of the outstanding shares 
of cumulative preferred stock voting as a class. Consent 
of the holders of a majority of the outstanding cumula- 
tive preferred stock, voting as a class, is needed to increase 
the amount of short-term unsecured indebtedness. AEP, 
holder of all of the outstanding shares of Ohio’s common 
stock, has indicated that all such shares will be voted in 
favor of the proposed transaction. 


The fees and expenses incurred in connection with the 
proposed transaction, including legal fees, are estimated 
not to exceed $72,500. The declaration states that no 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 21, 1974, request in 
writing that a hearing be held with respect to the proposed 
transaction, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 

the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18579/September 26, 1974 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


(70-5540) 


ORDER AUTHORIZING ACQUISITION OF LAND FOR 
COAL PRODUCTION 


System Fuels, Inc. (“SFI’’), a jointly-owned non-utility 
subsidiary company of Arkansas Power & Light Com- 
pany, Louisiana Power & Light Company, Mississippi 
Power & Light Company, and New Orleans Public Ser- 
vice, Inc., each an electric utility subsidiary company of 
Middle South Utilities, Inc. (“Middle South”), aregis- 
tered holding company, has filed an application and an 
amendment thereto with this Commission pursuant to 
Sections 9(a) and 10 of the Public Utility Holding Com- 
pany Act of 1935 (“‘Act’’) regarding the following pro- 
posed transaction. 


The application states that, pursuant to authority hereto- 
fore granted to SFI and in fulfillment of its responsibili- 
ties as the supplier of fuel for the Middle South Utilities 
System (“System”) and to meet the System’s increas- 

ing coal supply needs, SFI has, at a cost of $19,200, 
acquired through a nominee an option from an unaffiliated 
person to purchase by warranty deed (‘‘Option Agree- 
ment’’) a 3,840 acre (more or less) cattle-grazing ranch 

in the Powder River Basin of Wyoming (‘*Ranch”), under 
which 425,000,000 to 475,000,000 tons of coal have 
been estimated to be located. The option to purchase the 
Ranch under the Option Agreement excludes any inter- 
est of the present owner in the oil, gas, and minerals 
underlying the land, except coal now owned or in any 
manner hereafter acquired. The option to purchase the 
Ranch, which expires on October 1, 1974, was acquired 
on the advice of a coal consulting firm, which firm has 
been conducting an exploration program for SFI in 

the Powder River Basin. Should the estimate of the coal 
consulting firm not be significantly diminished within 

the option period, SFI intends to exercise its option to 
purchase the Ranch for a price of $1,920,000, subject 

to certain adjustments stated in the Option Agreement. 


Ownership of the Ranch does not insure that SF! will 
obtain the rights to remove the underlying coal. The 
coal deposits under the Ranch and the rights to mine 
such coal were reserved by the United States of America 
at the time the Federal Government originally trans- 
ferred title to the land. The Secretary of the Interior 

is authorized to offer for leasing, at his discretion, de- 
posits of coal owned by the Federal Government. Such 
offers are made through a public offer of the deposits 


by means of competitive bidding, and SFI is in a position 
to initiate this process by filing an application with the 
Bureau of Land Management, Department of the Interior. 
Should SFI fail to be the successful bidder, and thus 

have only surface rights to the Ranch, SFI intends to 
divest itself of the Ranch. 


If SFI purchases the Ranch, it would proceed, as and 
when the coal reserves are required by the System, to 
seek to acquire the rights to remove the coal located 
under the Ranch and to attain any regulatory approvals 
then required to mine such coal, and, upon receipt of 
such approvals, to contract for the development and 
operation of a mine on the Ranch. The developer and 
operator of the mine will be unaffiliated with the Sys- 
tem. Prior to proceeding with contractual arrangements 
for the development and operation of the mine, SFI 
will furnish the Commission with details of such arrange- 
ments, including the identity of the developer of the 
mine, the identity of the operator of the mine, the form 
of the development and operation contracts, and esti- 
mated costs of development and operation. 


SFI will obtain funds to purchase the Ranch by means 
of loans from Arkansas Power & Light Company, 
Louisiana Power & Light Company, Mississippi Power 
& Light Company, and New Orleans Public Service, 
Inc., pursuant to the Loan Agreement dated January 
1, 1974, previously authorized by the Commission in 
File No. 70-5415. 


No Federal or State commission, other than this Com- 
mission has jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 
18545), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as 
amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 18580/September 26, 1974 
In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5538) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK AND GRANTING EXCEPTION 
FROM COMPETITIVE BIDDING REQUIREMENTS 


Utah Power & Light Company, an electric utility con 
pany and a registered holding company, has filed ¢ 
declaration and amendments thereto with this Commis- 
sion pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) and 
Rule 50(a)(5) promulgated thereunder the following 
proposed transactions. 


Utah proposes to issue and sell up to 1,000,000 shares 
of its authorized but unissued common stock (par value 
$12.80 per share) (‘‘stock’’). It is stated that the under- 
writers may over-allot additional shares of common 
stock. The exact number of shares to be sold is to be 
determined in light of market conditions at the time 

of the sale. A group of 69 underwriters led by Merrill 
Lynch, Pierce, Fenner & Smith, Inc., Salomon Brothers 
and White, Weld & Co. has been organized to purchase 
and market the stock. 


Utah’s last common stock offering was in September 
1973 and involved a sale of 800,000 shares at the then 


market price of $34.75 per share. Utah’s common stock 


is now selling at about $23.00 per share. 


Utah proposes at the same time to issue and sell up to 
$40,000,000 principal amount of its first mortgage 
bonds by competitive bidding. This sale was authorized 
by order dated September 19, 1974 (Holding Company 
Act Release No. 18570). 


Proceeds from the sale of the stock and bonds will be 
applied to finance Utah’s construction program and to 
repay short-term borrowings incurred for that purpose. 
Utah estimates $56,000,000 of short-term debt will be 
outstanding on October 8, 1974. Its construction ex- 
penditures for the years 1974-1976 are estimated at 
$570,000,000, of which $99,000,000 applies to 1974. 


Utah requests an exception from the competitive bidding 


requirements of Rule 50. Utah states, among other 
things, that orderly marketing of utility securities sold 
on a competitive basis is difficult or impossible under 
current market conditions. 


As in the case of the common stock offering by The 
Southern Company (Holding Company Act Release 
No. 18567, September 17, 1974), the Commission 
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takes note of the present state of the securities market, 
especially for equity securities, the persistent trend in 
the market prices of the common stocks of electric 
utility companies and the size and composition of the 
underwriter group which has been formed to market 
the common stock. 


The Wyoming Public Service Commission and the Idaho 
Public Utilities Commission have authorized the pro- 
posed transactions and no other state commission and 
no federal commission, other than this Commission 

has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Releas« 
No. 18538) and no hearing has been requested of o1 
ordered by the Commission. Upon the basis of the fact: 
in the record, it is hereby found, subject to the reserv 
tion of jurisdiction ordered below, that the proposec 
issue and sale of common stock by Utah complies with 
the applicable provisions of the Act, and that Utah's 
requested exception from the competitive bidding re 
quirements of Rule 50 satisfies the requirements of 
paragraph (a)(5) of the Rule 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, including Rule 50(a) (5), 
that said application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith with respect to the issue and sale of common 
stock, subject to the terms and conditions prescribed 

in Rule 24 promulgated under the Act; 


IT IS FURTHER ORDERED that jurisdiction be, and 
the same hereby is, reserved to pass upon the number 
of shares of common stock and terms and conditions 
of the sale, including the price to Utah and the under- 
writers’ compensation 


By the Commission 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


VENTURE ADVISERS, INC. 
One Wall Street 
New York, New York 10004 


(812-3661) 


ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION Q(a) 


On July 8, 1974, a notice was issued (Investment Company 
Act Release No. 8414) of the filing of an application by 
Venture Advisers, Inc. for an order exempting the appli- 
cant and any company of which it is or in the future may 
become an affiliated person from the provisions of Sec- 
tion 9(a) of the Act. Applicant is registered as an invest- 
ment adviser under the Investment Advisers Act of 1940 
and is the investment adviser to New York Venture Fund, 
an open-end diversified management investment company 
registered under the Act. The notice gave interested per- 
sons an Opportunity to request a hearing and stated 

that an order disposing of the application might be 

issued upon the basis of the information stated therein 
unless a hearing should be ordered. No request for ahear- 
ing has been filed, and the Commission has not ordered 

a hearing. 


The matter having been considered, it is found on the 
basis of the information stated in the application that 
the prohibitions of Section 9(a), as applied to applicant, 
are unduly or disproportionately severe and that the 
conduct of applicant has been such as not to make it 
against the public interest or protection of investors 

to grant such application. 


ITS ORDERED, pursuant to Section 9(c) of the Act 
that the application for exemption from Section 9(a) 
be, and it hereby is, granted, effective forthwith. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8514/September 24, 1974 


See Securities Exchange Act Release No. 11025/Septem- 
ber 24, 1974. 
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Release No. 8515/September 24, 1974 


In the Matter of 


ASHLAND OIL FINANCE CORPORATION 
1409 Winchester Avenue 
Ashland, Kentucky 41101 


(812-3656) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING COMPANY FROM ALL PROVISIONS 
OF THE ACT 


On August 26, 1974 a notice was issued (Investment 
Company Act Release No. 8471) of an application filed 
by Ashland Oil Finance Corporation (““Applicant’’), 
pursuant to Section 6(c) of the Act, for an order of 
exemption from all provisions of the Act. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption is appropriate in the public inter- 
est and consistent with the protection of investors and 
the purposes fairly intended by the policy and provi 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from all provisions 
of the Act is hereby granted, subject to the following 
conditions to which Applicant has consented: 


(1) that Applicant comply with all the requirements of 
subparagraphs (1)-(5) and (8) of paragraph (b) of 
Rule 6c-1; 


(2) that at least 90 per cent of the assets of Applicant, 
exclusive of United States Government securities and 
cash items and short-term investments in foreign 
government and commercial paper, be invested in or 
loaned to its parent company and companies at least 
40 per cent of the equity securities of which are, or at 
the completion of the investment will be, owned, di- 
rectly or indirectly, by the parent company; and any 
assets of Applicant not invested in its parent company 
and such companies will only be invested in or loaned 
to companies which are customers or suppliers of the 
parent company or a subsidiary of the parent company; 
and any of the assets invested in or loaned to investment 
companies will only be invested in or loaned to invest- 
ment companies which are wholly owned subsidiaries 
of the parent company; and 


(3) that in the event the Interest Equalization Tax is not 
reenacted, or is reenacted and expires or is repealed or 
the rate thereof is reduced to zero and such tax is not 
replaced by another tax providing a comparable deter- 
rent to the purchase of Applicant’s securities by United 
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States persons, Applicant not issue (except to Ashland or 
a member of the Ashland Group which is not an invest- 
ment company) any securities without a further order of 
the Commission; provided, however, that in the event that 
Applicant becomes exempt from each and every provi- 
sion of the Act or the Commission adopts, amends, or 
interprets a Rule under the Act which would exempt 
Applicant from each and every provision of the Act, 
nothing contained in this order or the conditions to 

which it is subject, shall preclude Applicant from being 
exempt from the Act by virtue solely of the applicability 
of said Rule or interpretation. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8516/September 24, 1974 


In the Matier of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-3690) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 28(c) FOR ORDER APPROVING AMENDMENT 
TO DEPOSITORY AGREEMENT OF FACE-AMOUNT 
CERTIFICATE COMPANY 


NOTICE IS HEREBY GIVEN that Investors Syndicate of 
America, Inc. (‘Applicant’), a face-amount certificate 
company registered under the Investment Company Act 

of 1940 (“Act’’), has filed an application for an order pur- 
suant to Section 28(c) of the Act approving an amendment 
to a depository agreement to cover a new series of face- 
amount certificates, to be designated Series SP 74. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions therein which are summarized below. 


Section 28(c) provides, to the extent relevant, that the 
Commission shall by order, in the public interest or for 
the protection of investors, require a registered face- 
amount certificate company to deposit and maintain, 
with a bank having specified qualifications, all or any 
part of its investments required as certificate reserves 
under the provisions of Section 28(b) of the Act. 


On November 16, 1940, the Commission issued an order 
approving the depository agreement between Applicant 
and The Marquette National Bank, which requires Appli- 
cant to deposit and maintain qualified assets at least 
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equal to the certificate reserve requirements of Section 28 
of the Act (Investment Company Act Release No. 18) for 
certain outstanding certificates. Subsequently, from time 
to time, the Commission has issued orders granting appli- 
cations for amendments to the initial agreement to include 
coverage of new series of securities proposed to be issued 
(Investment Company Act Release Nos. 792, 1895, 3105, 
3552, 3751, 4390 and 6810). The amendment to the 
depository agreement, for which approval is now requested, 
concerns the deposit of assets to be maintained for the 
benefit of holders of the new series. Applicant agrees 

that it remains subject to all the terms and conditions 
contained in the foregoing orders of the Commission 
relating to the depository agreement and amendments 
thereto. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 18, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and 
the issues of fact or law proposed to be controverted, 

or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon Appli- 
cant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certi- 
ficate) shall be filed contemporaneously with the re- 
quest. As provided by Rule.0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 8517/September 24, 1974 


In the Matter of 


FIRST SPECTRUM FUND, INC. 
c/o Daniel L. Martin, Esquire 
Cabell, Martin, Hammer & Gallo 
555 Madison Avenue 

New York, New York 10022 


(811-2187) 
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ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On August 19, 1974, a notice was issued (Investment Com- 


pany Act Release No. 8466) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act’’), to declare by order upon 
its own motion that First Spectrum Fund, Inc. (““Fund’’) 
has ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating 
registration might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT |S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of First Spectrum Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8518/September 24, 1974 


In the Matter of 


HAYDEN STONE, INC. 
767 Fifth Avenue 
New York, New York 


BERNSTEIN-MACAULAY, INC. 
767 Fifth Avenue 
New York, New York 


(812-3657) 


ORDER OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) 
OF THE ACT 


On September 10, 1974 the Commission issued a notice 
(Investment Company Act Release No. 8492) of the filing 
of an application by Hayden Stone, Inc. (“Hayden”) and 
Bernstein-Macaulay, Inc. (“Bernstein”) of an application 
pursuant to Section 9(c) of the Investment Company Act 
(“Act”) for an exemption from Section 9(a) of the Act, 


insofar as any ineligibility to serve or act in the capacities 
enumerated in Section 9(a) of the Act arises out of in- 
junctions entered against Hayden in connection with two 
civil actions entitled Securities and Exchange Commission 
v. Topper Corporation, et al., (USDC S.D.N.Y., 73CA4848) 
and Securities and Exchange Commission v. Hayden Stone, 
Inc., (USDC S.D.N.Y. 74CA1014). Hayden and Bernstein 
have requested that the Commission issue an Order tem- 
porarily exempting them from the provisions of Section 
9(a). Hayden and Bernstein state that said temporary 
Order is necessary because of a merger between Hayden 
Stone, Inc., and Shearson Hammill & Co., Inc. that is to 
become effective on September 26, 1974. Shearson is 
presently principal underwriter for and through its sub- 
sidiary, The Shearson, Hammill Management Company, 
Inc., investment adviser to four registered investment 
companies: The Shearson Appreciation Fund, !nc.; The 
Shearson Capital Fund, Inc.; Shearson Investors Fund, 
Inc.; and Shearson Income Fund, Inc. (“Shearson Funds”’). 
At June 30, 1974 the Shearson Funds had, in total, ap 
proximately $35 million in assets. Hayden and Bernstein 
state that without the requested temporary Order the 
merger would cause the management of the Shearson 
Funds to be interrupted and deprive the Shearson Funds 
of the services of their principal underwriter and invest- 
ment adviser. 


The Commission has considered the matter and finds 
that: 


(1) the prohibitions of Section 9(a) might be unduly or 
disproportionately severe as applied to Hayden and Bern- 
stein in that the conduct of Hayden has been such as not 
to make it against the public interest or protection of in 
vestors to grant the application for a temporary exemp- 
tion from Section 9(a) pending determination of the 
application, and 


(2) in order to maintain uninterrupted management of 
the Shearson Funds it is necessary and appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act that the temporary Order be 
issued forthwith. 


Accordingly, 1T IS ORDERED, pursuant to Section 9(c) 
of the Act, that Hayden and Bernstein be and they are 
hereby temporarily exempted from the provisions of 
Section 9(a) of the Act operative as a result of the entry 
of injunctions against Hayden in Securities and Exchange 
Commission v. Topper Corporation, et al., and Securities 
and Exchange Commission v. Hayden Stone, Inc., et al., 
to the extent such exemption is necessary for the con- 
tinued management of the Shearson Funds, pending de- 
termination by the Commission of Hayden’s and Bern- 
stein’s application for an Order unconditionally exempt- 
ing them from the provisions of Section 9(a) operative 
as a result of the entry of said injunctions. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 6524/September 24, 1974 


SEC v. SECURITY LAND AND DEVELOPMENT 
CORP., et al., (S.D. Ga., Civil No. CV 174-22) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on September 18, 1974 the Honorable An- 
thony Alaimo, United States District Judge for the South- 
ern District of Georgia at Augusta, entered an order per- 
manently enjoining Security Land and Development 
Corporation of Augusta (Security Land) from violations 
of the registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale of 

its common stock. The order further directed that the 
Clerk of the Court return to subscribers to shares of the 
common stock of Security Land all funds deposited 

with the Court pursuant to its order dated May 8, 1974. 
Security Land consented to the entry of the order with- 
out admitting or denying the allegations in the Commis- 
sion’s complaint. (For further information, see Litigation 
Releases Nos. 6289, 6327 and 6371). 





Litigation Release No. 6525/September 24, 1974 


SEC v. FINANCIAL HOUSE, INC. 
(E. District of Michigan) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on September 17, 1974 a complaint was 
filed in the federal court at Detroit, Michigan, against 
Financial House, Inc., a Michigan corporation with offices 
in Detroit. The firm is registered with the Commission as 
a broker and dealer in securities. 


The complaint alleges that the brokerage firm is in viola- 
tion of the Commission’s net capital rule, and the rule 
requiring brokerage firms to maintain in a reserve bank 
account, for the benefit of customers, an amcunt of 
money computed according to a formula in the rule. 


In its complaint, the Commission seeks a temporary re- 
straining order, a preliminary injunction and a permanent 
injunction, prohibiting further and future violations of 
the rules in question, in addition to a temporary re- 
straining order prohibiting the firm from disposing of 
any assets or property. 


Also on September 17, U. S. District Judge Ralph M. 
Freeman issued a Temporary Restraining Order prohibit- 
ing violations of the rules in question, and also prohibiting 
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the firm from disposing of any assets or property of the 
firm. The defendant firm consented to the entry of the 
order, without admitting or denying the allegations in 

the complaint. 


Mr. Mayer and Hugh F. Owens, Chairman of the Securi- 
ties Investor Protection Corporation (“SIPC”), also 
jointly announced that on September 18, 1974 an appli- 
cation was filed in the same court in Detroit, asking that 
a trustee be appointed under the Securities Investor Pro- 
tection Act of 1970 for Financial House, Inc. The appli- 
cation was joined with the Commission’s injunctive 
action filed the day before (September 17). 


On September 18, Judge Freeman entered an order, 
which, among other things, appointed Detroit attorney 
David Robb as Trustee for the defendant firm. Upon 
appointment of the trustee, the temporary restraining 
order previously entered in the Commission’s action 
was dissolved, upon request of the Commission. 


The defendant firm also consented to the appointment 
of a SIPC trustee, without admitting or denying the 
allegations in the SIPC application. 





Litigation Release No. 6526/September 25, 1974 


UNITED STATES v. CHARLES F. RAYMOND, et al. 
(U.S.D.C., E.D. Pa., Criminal No. 74-551) 


Robert E. J. Curran, United States Attorney for the 
Eastern District of Pennsylvania, and William R. Schief, 
Administrator of the Washington Regional Office of the 
Securities and Exchange Commission, announced that on 
September 19, 1974, a federal grand jury sitting in Phila- 
delphia, Pennsylvania filed a 25 count indictment charg- 
ing Charles F. Raymond of Los Angeles, California; 
David A. Bury of Moorestown, New Jersey; and Gilbert 
J. Sharell of Medford, New Jersey with 14 counts of 
securities fraud, 8 counts of mail fraud and 3 counts of 
the sale of unregistered securities. 


The indictment charges that the three individuals named 
above, from on or about November 1, 1969, and contin- 
uing through on or about December 31, 1972, in con- 
nection with the offer and sale of securities in the form 
of limited partnership interests in Kansas oil wells repre- 
sented to public investors, among other things, that the 
cost to drill and complete a well exceeded the investors’ 
cash contribution; that $7,500 notes executed by the 
public investor would be used to obtain financing in 
order to drill and/or complete the wells; that monies 
raised from investors would be expended solely for the 
purpose of drilling and completing the wells and that in 
return for his investment the investor would be assigned 
a newly drilled and completed well. The indictment 
alleges that, in fact, the actual cost to drill and complete 
the well was less than the investors’ cash contribution; 
that the $7,500 personel note executed by the investor 
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was a profit to defendants and was not used to raise addi- 
tional monies to drill and complete the well; that Charles 
F. Raymond diverted investor monies for his own use and 
for purposes unrelated to drilling and completing the Kan- 
sas wells, resulting in only approximately $1,100,000 of 
the $2,200,000 raised from investors being applied to 
drilling and completing the wel!s; and that Charles F. 
Raymond concealed said diversions by purchasing proper- 
ty for nominal prices in Kansas containing approximately 
108 existing wells, and thereafter assigning these wells to 
numerous investors. 


The indictment further charges that these three individuals, 
in connection with the offer and sale of securities in the 
form of limited partnership interests in Ohio gas wells, 
represented to the public investors, among other things, 
that the cost to drill and complete a well exceeded 
$100,000, that upon the execution of the drilling contract 
the drilling contractor would receive $140,000 consisting 
of the public investors’ cash contribution of $65,000 and 
partnership borrowing of $75,000 from a suitable bank or 
leanding institution which monies would be used only to 
drill to completion a well on partnership property and 

that 50% of the proceeds from well production would be 
used to satisfy said $75,000 loan. In fact, the indictment 
alleges that the actual cost to drill and complete the 

well was less than the investors’ cash contribution of 
$65,000, that the sole purpose of the alleged $75,000 

loan was to create and present the appearance to investors 
of an attractive tax shelter program, that 50% of the well 
production proceeds to be used to satisfy the $75,000 

loan was to be undisclosed profit and that approximately 


, $700,000 of the monies raised from investors was diverted 





by the three individuals named above for use separate and 
apart from the drilling and completion of the Ohio gas 
wells. 


For further information see Litigation Release Nos. 5646, 
5701, 5766, and 5879. 





Litigation Release No. 6527/September 26, 1974 


SEC v. CAPITAL SYNDICATIONS INCORPORATED, 
et al. 


(N.D. Tex., Fort Worth Division) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
announced that on September 23, 1974, Federal District 
Judge Eldon B. Mahon at Fort Worth, Texas, appointed 
John B. McClane of Fort Worth, Texas, to be Receiver for 
Capital Syndications Incorporated, Capital Syndications 
Company, and Capital Specialists Incorporated, all of 
Hurst, Texas. McClane had on August 9, 1974 been 
appointed to serve as Special Counsel to Capital Syndi- 
cations Company, the general partner of the limited 
partnerships organized by Capital Syndications Incor- 
porated and Capital Specialists Incorporated, pending a 
decision on the motion of the SEC for the appointment 
of a receiver. 


For further information, see Litigation Release Nos. 
6446, 6470 and 6482. 





Litigation Release No. 6528/September 27, 1974 


SEC v. J&B INDUSTRIES, INC., et al 


Floyd H. Gilbert, Regional Administrator of the Boston 
Regional Office of the Securities and Exchange Commis- 
sion today announced the filing in the United States 
District Court for the District of Massachusetts of a 
Motion seeking the appointment of a temporary receiver 
in the matter of Securities and Exchange Commission v. 
J&B Industries, Inc., et al. Tne Commission, on September 
3, 1974, filed a Complaint against J&B Industries, Inc. 
and nine other defendants alleging violations of the regis- 
tration and anti-fraud provisions of the Securities Act of 
1933, the broker-dealer registration provisions of the 
Securities Exchange Act of 1934 and the anti-fraud pro- 
visions of the latter statute in connection with the offer 
and sale of Canadian land interests and investment con- 
tracts to United States residents. 


The Motion filed today seeks the appointment of a tem- 
porary receiver for all assets and property in the possession 
of American Industrial Research Corporation, J&B In- 
dustries, Inc. and American Investment Management 
Company—defendants in the action brought by the 
Commission. 


The Motion also requests the Court to take charge of the 
books and records of the foregoing defendants and to 
retain jurisdiction over the matter in order to provide 
any additional relief which may be required. 


Finally, the Motion requests that the Court appoint a re- 
ceiver to take charge of all funds owned by American 
Industrial Research Corporation, J&B Industries, Inc. 
and Ferroplan Aktiengesellschaft, a Liechtenstein corpor- 
ation, on deposit at the City Bank and Trust Company in 
Boston, Massachusetts. 


The Commission’s Motion, filed by Willis H. Riccio, 
Chief Counsel of the Boston Regional Office, requests 
that the matter be heard together with the Commission’s 
Motion for Preliminary Injunction filed on September 3, 
1974. 


The Commission is represented in this action by Mr. 
Riccio, Edward P. Delaney, Assistant Regional Adminis- 
trator, and Duane E. Sams, Attorney. 


For further details see Litigation Release No. 6504/ 
September 5, 1974. 
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See Securities Act Release No. 5528/September 27, 1974. 
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